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Meanwhile a formal Invitation on behalf of the confer- 
ence was extended the American Government, which was 
promptly declined by Secretary Hughes in a note to Premier 
Facta, of Italy, president of the Genoa Conference. In that 
note Mr. Hughes took the position that the gathering at 
The Hague would be only a continuation of the Genoa Con- 
ference, and that the reasons which had led the American 
Government to decline the Genoa invitation applied equally 
to the invitation to The Hague. 

Briefly, Mr. Hughes reiterated the American position — 
that this country will have nothing to do with the political 
maneuvers surrounding the Russian situation, and that as 
to the economic phase Russia cannot be helped to her feet 
until and unless she changes her system. Mr. Hughes ex- 
plained that this country would be willing to take part in 
an international inquiry into the economic situation in 
Russia, if it were conducted solely as a scientific undertak- 
ing, although the American Government thinks the facts as 
to Russia that would be developed by such an inquiry are 
now reasonably plain. 

With the adjournment of the Genoa Conference, there was 
an immediate period of post mortems. M. Barthou, head 
of the French delegation, evidently thinking the world 
would count the conference a failure or only a slight suc- 
cess, and knowing the criticism that had been directed 
against the French policy toward Russia, declared em- 
phatically that France had repeatedly stayed in the con- 
ference when circumstances gave her opportunity to with- 
draw, and asked whether that would have been the French 
record had she acted in other than perfect good faith for 
the success of the conference. In this country the drift 
of official opinion was that the conference was not a suc- 
cess, and that too great opportunity had been given Soviet 
Russia to bargain for diplomatic recognition and for what 
the officials regarded as an impossibly great loan. 

But the eyes of the world were not on the French or 
American statesmen. They were on Mr. Lloyd-George. He, 
in his usual exuberant way, had set numerous high stand- 
ards before the conference by which the success of it was 
to be judged. There were the various officials' opinions 
that it either had been a failure or only feebly success- 
ful. There appeared articles by representative British and 
French journalists comparing predictions and results. What 
was to be the result in England? everyone asked. Was 
Lloyd-George's hour of defeat, so often forecast, finally at 
hand? Would England weigh him in the scales and find 
him wanting? 

On May 17, when the conference was virtually over, 
Viscount Grey, writing to Sir Robert Hudson, treasurer of 
the National Liberal Foundation, then in session, had fired 
a broadside against the Prime Minister, of which the fol- 
lowing excerpts are typical: 

In foreign affairs the Washington Conference, convened 
and conducted by the Government of the United States, 
has been a success. Participation of the British Govern- 
ment in it was, I believe, helpful, and provided an example 
to be followed by us in the future. The Genoa Conference, 
on the other hand, has provided an example of what should 
be avoided. Reconstruction of Europe and general pacifica- 
tion are urgent and admirable objects. It is very unfortu- 
nate that the method adopted has been such as likely from 
the beginning to defeat and not promote these objects. 

To secure the end desired, a close understanding with 
France and the cooperation of the United States were es- 



sential. I cannot believe either of these powers would not 
have shown genuine good-will had they been consulted be- 
forehand. The outcome would then have been some method 
of procedure that would have had the confidence and good- 
will of both. The Genoa Conference was announced as a 
dramatic surprise. It was acclaimed by the supporters of 
the Prime Minister as his personal project of which the 
success, if it succeeded, was to go to his political credit. 
The impression was thus created that it had some con- 
nection, however remote, with domestic politics, and by this 
unfortunate beginning its chances of success were greatly 
impaired, if not destroyed. France was filled with distrust 
and the United States refused to participate at all. 

Somehow or other, when the conference met, the agree- 
ment with the Bolshevists came to be regarded as a pro- 
spective test of success ; but apparently the conference had 
been allowed to meet without any attempt to make sure 
what the attitude of the Bolshevist Government would really 
be. It was thought sufficient to assume this attitude would 
be what the promoters of the conference desired. The 
Genoa Conference thus became a sort of political inter- 
national gamble and its proceedings have been watched 
with growing anxiety and alarm. 

I continue to believe that a close understanding with 
France and the good-will of the United States are the only 
sound beginning and foundation of economic and financial 
reconstruction and of peace which all nations may share. 
Both of these essential conditions have been rendered more 
difficult or less likely by the Genoa Conference, 

That, from the veteran and greatly respected statesman 
and diplomat, proved to be indicative of the attitude of 
numerous old-school British figures, among them Mr. Asquith 
and Lord Robert Cecil. But three days after Viscount 
Grey's shot, Mr. Lloyd-George reached London and was given 
a tumultuous welcome. It soon became apparent that the 
welcome was typical of the prevailing sentiment. 

On May 25, one week and one day after the publication 
of the Grey letter, Lloyd-George appeared in the House of 
Commons, gave an account of his course at Genoa, faced 
a terrific barrage of criticism directed by Mr. Asquith and 
Lord Robert Cecil, replied to it with all of the marvelous 
skill that has sustained him in so many difficult places, 
and won endorsement by a vote of 235 to 26 — almost ten 
to one. 



The Problem of Allied Debts 

In the recent session of the American Academy of Polit- 
ical and Social Science in Philadelphia a number of truly 
notable addresses were delivered that found little attention 
in the news columns of the daily press. One speech, by 
R. G. Leffingwell, formerly an Assistant Secretary of the 
Treasury, dealt with the international problem of the debts 
due the United States from other nations in a way that 
should be noted by thoughtful people. 

In part, Mr. Leffingwell said: 

There is pretty general agreement that the rehabilitation 
of Europe depends upon four things : 

1. Peace and disarmament. 

2. Balanced budgets and honest money. 

3. The removal of international trade barriers. 

4. The settlement of international war debts, including 
reparation. 

America has made her contribution to the first of these at 
the Washington Conference in the program for naval dis- 
armament. That was the particular form of_ disarmament 
that touched America closely, and she made "her contribu- 
tion where she had a definite interest and a definite part to 
play. . Disarmament in Europe must be preceded by the set- 
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tleinent of political problems iu Europe, and from that settle- 
ment America has, rightly or wrongly, definitely and repeat- 
edly declared her detachment. 

TARIFF BAD EXAMPLE 

The removal of trade barriers in Europe is inextricably 
interwoven with political questions there. But America is 
setting Europe in this respect the worst possible example by 
raising her own tariff wall. The American farmer seems to 
have adopted the amazing view that he will get a better 
price for agricultural products if a tariff is enacted which 
will make it more difficult for Europe to pay for them. 

Tt is idle to suppose that the rehabilitation of Europe can 
come by relieving Germany and driving France to despera- 
tion. There has been enough, too much, of a disposition to 
lecture France, both here and in Great Britain, and far too 
little disposition to help her. France is the great sufferer 
from the war, and her lamentable policies today may to some 
extent result from the attitude toward her of Great Britain 
and the United States — always admonishing her and never 
offering her a way out. 

PROBLEM OF INDEBTEDNESS 

The problem of reparation is not unrelated to the problem 
of interallied indebtedness. The French are indisposed to 
be more reasonable and generous in remitting claims which 
have the sanction of an international treaty, against the 
vanquished enemy, than they find the United States disposed 
to be in remitting claims against their victorious but suffer- 
ing ally. 

The problem of interallied indebtedness is a very difficult 
one, made more difficult by our national habit of calling 
everything black or white and insisting on a yes-or-no 
answer to every question. Americans tend to divide them- 
selves into two groups — those who believe that all the debts; 
of the Allies to the United States should be canceled at once;: 
out of the whole cloth, without any ifs, ands, or buts; and 
those — the larger number today, if the action of Congress is 
any indication of public opinion — who are disposed to insist 
upon the payment of principal and interest in every instance 
and without the remission of a dollar. 

DEBTS GRAVE HANDICAP 

The maintenance of these debts, notwithstanding interest 
has not been paid upon them, constitutes a grave handicap 
to the economic recovery of the debtor nations. If the can- 
cellation of bad debts, the scaling down of dubious debts, 
and the forgiving even of some good debts could be used to 
produce advantages greater than any we can hope to receive 
by persisting in our present stubborn attitude, by all means 
let us find it out. 

Ad analysis of these debts probably ought to be made 
from three principal points of view : 

1. How the debts came to be created. 

2. The ability of the debtor to pay. 

3. The effect upon the creditor of receiving payment. 
The debts were justly created. That the money which 

America provided should take the form of a- loan was proper 
and right. Had America given the money away instead of 
loaning it, she would have abandoned a system wisely initi- 
ated by Great Britain and France themselves and pursued 
by them throughout the war — a system absolutely essential 
to any reasonable and practical division of war burdens. 

HOW LOANS WERE MADE 

Much of the $10,000,000,000 was loaned after the declara-> 
tion of war by America, when England and France, Italy 
and Belgium were holding the line in Europe waiting for us 
to take our part. During the early months of the war the 
Allies were borrowing from us $500,000,000 a month and ask- 
ing for more. After the first six months, however, the Allies 
were no longer able to spend dollars in the United States to 
the extent of $500,000,000 a month or anything like it, be- 
cause our own military effort was absorbing our industrial 
life. 

Some of the loans made by the United States were made 
after the armistice. Following is an analysis of the ad- 



vances made by the United States Treasury, prepared with 
a view to showing the extent of the loans made by the Treas- 
ury to the Allies after the war was over (actually, though 
not technically ) on the basis of Treasury daily statements : 

To and including November 11, 1918, Armis- 
tice Day $7,076,714,750.00 

Thereafter, to and including June 28, 1919, 
when Treaty of Versailles was signed... 2,025,570,265.56 

Total to signing of peace. $9,102,285,015.56 

Thereafter to January 10, 1920, the effect- 
ive date of the treaty 350,720,914.09 

Total to January 10, 1920 $9,453,005,929.65 

SOME OF ACCOUNTS BALANCED 

My impression is that advances subsequent to January 10, 
1920, have been about balanced by repayments and represent 
little, if any, actual cash outgo, but rather a readjustment 
of accounts between the United States and the several bor- 
rowing governments. The amount of obligations of foreign 
governments representing Treasury advances, less repay- 
ments of principal, according to the public-debt statement of 
January 31, 1922, was $9,434,346,829.24. 

These figures do not include foreign obligations received 
on account of sales of surplus war supplies and European 
relief. 

When we come to consider the ability of the debtor to pay, 
diversity appears. Great Britain can pay, no doubt, in the 
sense that she can meet the interest charges and ultimately 
pell her own or private securities in our markets to an 
amount sufficient to lift the principal of the debt ; yet it may 
be questioned whether Great Britain can pay in full without 
'such disruption of her internal and international economy 
as would be gravely injurious to her and to us. 

FRANCE'S ABILITY TO PAY 

France is quite right in her position that her ability to 
pay largely depends upon her ability to collect from Ger- 
many. Unless France can make collections from Germany, 
which every one is now engaged in telling her she can't and 
shouldn't make, it is difficult to see how France can make 
any important payments to the Allies. 

Italy's ability to pay stands in much the same position as 
that of France, except that Italy has less to hope for in the 
way of collections from her enemies. 

As to Belgium, we are under a moral obligation to release 
her and accept Germany's obligation in lieu of hers, so far 
as concerns pre-armistice advances. Sooner or later we are 
certain to recognize that moral obligation, which rests not 
merely upon the tentative arrangement entered into at the 
Peace Conference, but upon the impregnable foundation of 
little Belgium's great service and sacrifices for all of us. 
Belgium is a highly civilized, densely populated country, and 
there is no reason to suppose that she can make important 
payments on account of her international war debts, incurred 
before the armistiee, independent of her collections from 
Germany. 

The indebtedness of other governments than those which 
I have now mentioned is, perhaps, roughly", half a billion 
dollars. Some of it is collectible. 

HOW DEBTS MAY BE PAID 

In considering the ability of the debtor to pay and the 
effect upon the creditor receiving payment, it is necessary to 
recall the fact that international payments can only be made 
in goods, services, gold, or evidences of indebtedness, and 
that it is only to the extent that it is able to create an ex- 
port balance, i. e., export more of these than it imports, that 
any Ally will be able to effect payments of principal or in- 
terest upon its indebtedness to the United States. 

The collection of the debts due from the Allies to the 
United States will tend to stimulate imports into the United 
States and discourage exports from the United States, thus 
reducing America's so-called favorable balance of trade, or 
even eliminating it, and substitute an "adverse" balance. 
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WHAT IT MEANS TO AMERICA 

No doubt America and the world can adjust themselves to 
this process if they must. But the process means that 
America, underpopulated, with vast territories unexploited 
and undeveloped, shall produce less than it consumes, and 
that Europe, overpopulated and having already pretty nearly 
reached the maximum of her .productivity, must produce 
more than she consumes. 

The collection of the public international debts of the Al- 
lies to the United States, principal or interest, would serve, 
then, to subsidize imports and penalize exports from the 
United States, to reduce prices and wages here, and to ex- 
aggerate the existing depression and unemployment. 

These are some of the considerations which ought to be 
taken into account by a commission created by Congress, 
with adequate power to consider the problem of interallied 
indebtedness — not with its hands tied and its eyes blind- 
folded. Such a commission would doubtless take into ac- 
count also the question whether, if disposed, on account of 
any of the considerations previously discussed, to consider 
making some concessions in respect of the indebtedness of 
the Allied governments to the United States, it might not 
be able in return for such concessions to obtain definite ad- 
vantages by imposing reasonable conditions. 

WOULD SERVE HERSELF 

What is really needed is a general settlement involving 
peace and disarmament, balanced budgets and honest money, 
the removal of trade barriers and the settlement of inter- 
national debts. If America could use her claims against 
Europe to promote so happy a solution of Europe's problems, 
she would render herself at the same time the greatest of 
all services. She would bring to an end the period of world- 
wide calamity which began nearly eight years ago and has 
continued through years of disastrous war and years of 
equally disastrous peace. She would reopen her own mills 
and factories, return the unemployed to their jobs, and re- 
store her farmers to prosperity. 



PROPERTY RIGHTS IN RUSSIA 

Of very great importance, it is probable, is what is de- 
scribed in an Associated Press dispatch from Moscow as 
"the fundamental decree of the Soviet Government recog- 
nizing property rights within certain limits," applicable to 
citizens of Soviet Russia and of other Soviet republics 
The dispatch was dated May 24, one day before Mr. Lloyd- 
George won his sweeping victory in the House of Commons 
on the issue of his course at Genoa, and particularly his 
dealings with Soviet Russia at the conference. In the 
debate on that occasion the Prime Minister said the recog- 
nition of property rights in Russia had proceeded far. 

The essential parts of the Moscow dispatch follow : 

THE DECREE 

The decree, ;tvhich is entitled "A decree concerning the 
right of private property, which is acknowledged by the 
Soviet Republic and defended by the courts of the republic," 
permits : 

"Provision No. 1. — The right of property in buildings in 
towns and rural districts which are not municipalized by 
local Soviets up to the date of publication of this decree, and 
the right to remove such, buildings and to transfer to any 
buyer leasing the right the land on which the building 
stood. (The right to transfer a lease does not cover plots 
of land in rural districts.) 

"Provision No. 2. — Terms of agreement with local au- 
thorities managing land and the right of buildings thereupon 
in town or rural districts within a fixed period of the law, 
not to exceed forty-nine years, with the same periods of 
rights to buildings upon these plots. 

"Provision No. 3. — The right of private property in 'mov- 



ables,' which includes factories, works, and trade and in- 
dustrial concerns which might be in private possession ; all 
sorts of implements and means of production, agricultural 
produce and industrial produce ; goods which have not been 
exempted from private exchange by special laws, and money, 
capital, and articles for household or personal consumption. 
(The requisitioning of the property indicated in these para- 
graphs, with compensation within one month for property 
removed or confiscated at the average market price, and also 
uncompensated requisitioning, should be allowed only by 
due process of law.)" 

RIGHTS TO PAWN 

Rights to pawn or deposit such property and the rights 
to inventions, copyrights, trade-marks, industrial models 
and designs, within limits fixed by special laws, are also 
provided for. 

Provision is made for "the right to inherit by will by law- 
ful spouses and direct-line heirs, within limits of a total 
amount of inheritance of 10,000 gold rubles ($5,100.) In 
special cases exceptions from this right will be allowed 
within limits foreseen by the laws." 

Under the heading "Obligatory Rights" the decree grants 
"the right to conclude all sorts of agreements not forbidden 
by law, and among them agreements for the rent of prop- 
erty, buying, selling, or exchanging rights ; loans, contracts, 
surety insurance in limited companies, trusts, bills of ex- 
change and all sorts of banking and credit deals, which 
agreements receive legal force and enjoy the defense of the 
courts." 

Agreements are considered void if they are made by per- 
sons deprived of their legal rights; if they are entered into 
with the special aim of opposing or avoiding the law ; if, 
regarding the transfer of articles exempted from exchange, 
they are concluded without observing the forms fixed by 
law ; and if they are, "such agreements as obviously are 
directed to harm the State." 

AUTHORITY OF COURTS 

The courts are empowered to void agreements on the 
demand of one of the parties to them if obtained by fraud 
or threat of violence, or "when one side, taking advantage 
of the extremely embarrassed position of the other side, 
and in instances of excessive exploitation, the court, on the 
request of one side, or on the request of a State institution 
concerned in the matter, could declare the agreement void 
or non-operative for the future." 

The articles regarding property and obligatory rights in- 
dicated are declared applicable also to such "juridical per- 
sons as are acknowledged by law as workmen's and co- 
operative organizations ; all sorts of companies, registered 
societies, State institutions and communities, within the 
limits indicated in their articles of regulations. 

"Note No. 1. — Foreign limited societies, companies, Ac- 
may obtain the rights of juridical persons in federation 
only upon permission of the persons charged with this 
duty by the council of commissars or its organs. 

"Note No. 2. — Foreign juridical persons who do not have 
permission to conduct operations in federation will have the 
right of legal protection in federation upon pretensions 
originating outside of Russia and referring to claims upon 
those in Russia, but not otherwise than on terms of 
mutuality." 

The law further provides that all disputes regarding civil 
rights should be settled by court proceedings. 

In the meantime we have with us in America the Miliu- 
kovs prophesying the end of the present Russian crisis. 
They tell us that the end is near. Mr. Miliukov himself 
says : "When foreign observers of the present Russia tell 
me that nothing can happen and that the present regime is 
stable because there is no force there to overthrow it, their 
evidence does not make me less hopeful. ... I know the 
psychology of our people. And I say to all who want to 
hear: Russia is ripe for a democratic change. The change 
will come. It will come soon. What will emerge from it 
will be — not the ancient regime, not anarchy, but a great 
democratic Russia of tomorrow." 



